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EX

Representative Jobn Sesso and
Members of the House Appropriations Committee

Re: Opposition to HB 185- Clarification on misinformation
Dear Chairman Sesso and Committes Memburs:

Thank vou for the opportunity to submit this letter on behalf of College Suvings Bank. Our
Rank serves as the $29-plan Program Manager for the Montana Family Bducation Savings
Program (MFESP). College Savings Bank is the industry leader and expert in the college

savings market and has assisted and successfully guided your state progrim tor more than en

VEArs.

During our tenure as Program Manager, our mission has been o educine Montanans on the
value of higher education as well as the importance of saving b zd carned money to fund the
ever increasing cost of post-secondary education.  Through Cellege Suviogs Bank's FDIC
insured Certificates of Deposit. the residents of Montana are E'%.ﬁ‘.«uf‘t’:i. i that cvery penny they
save will be preserved for their child’s future and not be put at risk. We believe we have
served your residents well as no parent or grandparent in the MFESP Ceriicate of Deposit
program has lost or subjected his‘her college savings o market or credit risk,

As the MFESP Program Manager and partner o the State of Montara, | em compelied o
respond o various misinformations that have been circulated through testimeny and lcttorns
members of the Momana Legislature that are inaccurate and downrigy ousleading,
addition, an attack on the quaim of performuance provided by the Montin s ,
Committee 18 unwarranted. | refer to a letter (the “Letter™) 1o the Momana |egislature duatesdd
January 16, 2009 from HH Tripp. a Certified Financial Planner with . Stewut & Associares
P.C.

First and foremost, the information provided by Ms. Tripp is nusleading, The certified
financial planner has opted to present market data and performance throuzy September 3,
2008 even though this mformation i3 jrelevant, Based upon the monumentad ovents
seeurring in the financial markets in the Towrth guarter of 2008, there has wen a aw’r;;‘:ma
reshuftling of the funds’ psrf’::«rmancc s‘:w%;ér o For example. on S Septe Por 30, 2008 the
Oregon Adviser Sold 329 Plan was ranked 87 o the countey for 3oaeur ;u‘ri\*w'z?‘zsz;’:u By
January 2009, the State of Oregon was considering a lawsuit against Opper Feimer Punds for
mismanagernent of this same investment ps‘;{iwf g With almost adf Funds reporting significsnt
losses in the fourth quarter, thereby resulting in negative retums for the o9 4
parisds, vour Montana plan will likely move o one of the top rankings in
commend the Oversight Commitice for thelr hard ‘saezxr‘%«;, care and due diligence
the vight investment options for the residents of b




Secondly. the Letter chooses to present only “Dircet Sold 329 Plans” perhismance rzmg;
It is interesting to note that when wmmnm “Advisar Sold Plans™ the Peaitic Lie fur

529 Plan (the MFESP's mutual fund option offered in conjunction with our Lertibiontes
DL{‘.&(,}»I{} vanks 147 in the country in one-vear performance and 117 in the county when
evaluating a three-year history against other Adviser Sold Plans.

Under the current structure. the MPESP’s mutual funds provided by Pacitic Life Punds plan

are available on a direct sold basis to Montana residents at a veduced cost to the participant,
ppcted. Montanans

This is typical with most in-state plans. However, it HB 185 were o be
may only be able o purchase a investment through a financial ;zdec;', The hig%n'r cust
out-af-state Advisor Sold plans 1}';}%23!%} include signiticant “sales churges™ frequently as
high as five and three quarter percent of the amount invested. While that would stimulate the
financial advisor industry. it would be of adverse consequence 1o the average Montunar.

Third. the Letter choases to use an evaluation of our 529 plan by referriag to an area of

research within the web-site wavw savinuiorcotles Q. What the Letter faded to reveal
was that the information in this area 15 disclabmed 1 v the following:

“Savingforcollege com’s 329 Plan Composite . Rankings  are based on u
c:‘umpz:‘zm'mﬁ of the histovical Drvestment performances of o prosentadive
ian of each 329 plan's investment options.”

yother areg of he

! believe a more accurate evaluation of 329 Plans can be found within a
olan 4

www savinglorcollege.com Web site that evaluates all "") plans and awards ¢
The Montana Family Education Sevings Program ranks as

series of stars from one w five,
follows for in-state residents;

College Savings Bank 329 Plan (4.3 out of 3 stars)
Pacific Life Funds Direct Sold Plan 4»‘; 5 nm wt 5 wtarsy
Pacific Life Adviser Sold Plan (4.5 )

This i%iar rating is current and accounts for the recent market wrbulence. Again, a tribule to
the MFESP Oversight Committee.

SPa College sure Certiffeates

Fourth. the Letter criticizes the performance vield of the MFI
o Deposit. 1 am pleased o report the fi‘:i!uxxm‘i‘ I 2008, the Collegeture O paid an
average vield of 4.40% 1o investors b the Montana Family i“‘iucaziyu Nivir s Progrune Por
P00 fost 37.00%. Depositors in Hwt. Savi g Bank™s products offered
through the MFESP have never experienced a negative rate of retnn in the Tndl fon veurs. No
other program manager in the country has provided the same leve
savers as College Savings Bank.
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With regird to specific tax reporting, | oepcowrsge you 1o comsult wih the Monang

Department of Revenug en the adverse consequences of HE 187 frax panityy Curently,
Coltege Savings Bank provides the Swaie of Montana an account of every in-state deposiior 1o
ISP, the value of the deposit and the value of any withdrwals This documen
comparable 0 any individual’s state e retwrn 1o evaluwe the
tion,  With tax p&::f\f‘ this simple, cost-eliective and src-proo! meithod il an

cavailable. | caution the Montana Logdstaiure of the posaible o

%




resident who contributes 1o an out-of-state plan, receives a confimmation for that mvestment,

and withdraws the funds the following vear. A recapture would not be fraveable
support and communication from all 49 other states. This is a serious i with tax parity.

syopirpoul

In conclusion, College Savings Bank has been pleased to offer a safery firs FIIC nsured
¢ Ban < currenthy bolds

Certificate of Deposit within the MFESP for more than 10 years, The

nearly $50 million in deposits from Montina residents. Based upor marke: Jeclines o 2008,
[ feel confident in suggesting each and every account holder at the Bank is 1 leased with their
conservative” and so-called “low-vielding”™ investment which has ouperformed neardy
every ather 529 option in the country over the past one year, three year arnd five vear periads
while also providing FDIC protection of every dollar invested.

Thank vou again for the opportunity to provide this information. Collere Savings Bank
would be pleased 1o assist you with further documentation. if neeessary.

In conclusion, | respectfully encourage the House Appropriations Commitice 10 consider the

facts in their entirety and reject HB 183,

1y vours,

Collepe Savings Bank




